Constructing the imperfect substitute trade models of commodity goods between USA and China, this paper uses FGLS and GMM estimation to show whether fluctuation of the real China's exchange rate has any implication on the Sino-US commodity trade flows. Using two alternative measures of "real"
Introduction

Summary
Since 2005, China has been launching a further reform of its exchange rate forming mechanism. On July 21, 2005, China ended the long-term fixed nominal exchange rate of the RMB vis-a-vis the US dollar, and began to managed "with reference to a basket of currencies" rather than pegged to the dollar. The measures which China was taking to establish a market-oriented exchange rate formation mechanism was effective, including the launch of risk-hedging tools like forwards and swaps. The stable exchange rate of the RMB is conducive to the economic stability and development of China, even though the world. However, it is also critical for China to move to a flexible currency because one sure way to build in adjustment problems in an economy is to have open capital flows and a rigid exchange rate. The economic literature has paid important attention to the impact of exchange rate fluctuation on trade flows, both theoretically and empirically. The current article attempts to justify the direction of the relationship between the fluctuation of RMB exchange rate on international trade. The use of different measurement on exchange rate fluctuation could shed some light on the effect to trade. In our empirical exercise, we consider two real exchange rate fluctuation: fluctuation of Sino-US bilateral real exchange rate (Sino-US-RER) and fluctuation of RMB real effective exchange rate(RMB-REER). 
Literature review
where u i represents the individual effect and ε it is stochastic error term. We select the monthly data of the Sino-US international trade of 9 industries under 1-digit-SITC-category from January, 2005 to December, 2015. Refer to Baumetal(2004) , we use GARCH to conduct the high frequency data. We get all data from WIND database, and use the STATA to estimate models. The correlation matrix for the variables is reported in Table 1 , which suggests that multi-collinearity problems among variables do not exist. model though the FGLS analysis , the results are presented in Table 2 . Model (1) reflectes the effect of CVX, which suggestes that CVX and YU do not play a significant role in the export, however, the result shows the important role play by Sino-US-RER which describe with export price. The coefficient related to the Sino-US-RER is negative and highly significant. The marginal effect of this variable on the export is 0.236. That means that a 1% increase in Sino-US-RER is associated with a decrease in export at 0.236%. The coefficient related to the export is positive. And the effect of different industries from 0 to 8 are significant. The effects of industries 1,3 and 4 are negative while the effects of industries 2,5,6,7 and 8 are positive. Model (2) shown the important role played by CVREER in the export from China to USA. The coefficient related to the CVREER is negative and highly significant. Considering the CVX and CVREER simultaneously, the results in model (3) are quite consistent with those in model(1) and model (2) . In model (3), the CVX do not play the significant role in export; the CVREER also have the negative coefficient relation with high signification.
The model (4) shows that CVIM do not play a significant role in the import, however, the result reflects the important role play by Sino-US-RER. The coefficient of Sino-US-RER is negative and highly significant. The marginal effect on the import was 0.109. And the effect of different industries from 0 to 8 are different with high signification. The effect of industries 1,2,3,4 are negative and which of industries 5, 6, 7, 8 are positive.The model (5) shown the important role played by CVREER in the import. The coefficient related to the CVREER is negative and highly significant. Considering the CVIM and CVREER simultaneously, the results in model (6) are quite consistent with those in model (4) and model (5) . AS the consequence, the CVX(CVIM) do not play the significant role in export,and the CVREER play the significant and important role in the international trade. And the effect of different industries are significant.
The effect of fluctuation of exchange rate on Sino-US international trade : GMM estimation
Because of the endogeneity problem in the estimation, we use the GMM estimation on the sampled data, after deleted the CVX(CVIM (8) shows that 1-month-lag of import and real income of USA play the important role in the import from USA to China. And the evidence indicated that the effect of Sino-US-RER describe with export price is negative and important. The coefficient related to this variable is 1.121. And CVREER play the important and significant role on export. The coefficient with this variable is negative.
Conclusion
The result shows that the fluctuation of Sino-US-RER has no impact on the export (import) trade between China and USA, and the more fluctuated RMB-REER is, the more greater negative impact is. So the government should give up pegging to the dollar and take a basket of currencies as reference. The regime is more an outcome propelled by supply and demand of the market under the existing managing float regime with reference to the dollar, than a managing float regime "with reference to a basket of currencies" . Refer to the basket currency not merely accelerating the level of RMB internalization, but also benefiting the government management on international trade. Simultaneously, the fallen of Sino-US-RER has an adverse effect on imbalance of Sino-US international trade; as mentioned, the CVREER can adjust the structure of industry. The effect of CVREER is negligibly weakness. So the exchange rate policy of China that releasing the regulation is reasonable and effective. This policy not only can rise the level of market-oriented exchange rate mechanism, but also make the resource allocation more reasonable, make the rest of state foreign exchange reserves more powerful. This paper complemented and developed the current theory on international trade and give a different conclusion to reference. The conclusion is keep and releasing the regulation of FRR not only cannot deteriorate the international trade, but also can make the resource allocation more reasonable, adjust the structure of international trade industry.
